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The  Senate  of  the  United  States  having  under  consideration  H.  R. 
4280,  the  bill  to  provide  revenue  to  defray  war  expenses,  and  for  otlier 
purposes. 

August  lfh  1917. 

SHIPPING     COEPOEATION. 

Mr.  PHELAN.  Mr.  President,  I  liave  in  my  hand  an  inter- 
esting document  which  I  have  just  received  and  read,  being  a 
statement  of  the  former  president  of  the  Shipping  Board  con- 
cerning the  affairs  of  the  Emergency  Shipping  Corporation, 
which  I  consider  of  very  great  value  to  Congress  and  to  those 
who  have  succeeded  in  the  administration  of  that  important 
work  and  those  engaged  in  similar  war-time  investments  on 
behalf  of  the  Government.  The  gentleman  who  makes  the  state- 
ment, Mr.  William  Denman,  is  a  fellow  townsman  of  mine,  and 
I  am  familiar  with  his  high  character  and  eminent  public 
service.  At  a  time  of  great  official  corruption  in  my  city  he  was 
one  of  the  men  who  redeemed  the  community.  I  feel,  apart 
from  the  value  of  the  document  to  those  who  have  succeeded  in 
the  work,  that  he  is  personally  entitled  to  make  this  statement ; 
and,  to  give  it  publicity,  I  ask  unanimous  consent  that  it  be 
printed  in  the  RECOED. 

Mr.  SMOOT.     Mr.  President,  I  object. 

The  PRESIDING  OFFICER.     Objection  is  made. 

Mr.  PHELAN.  Mr.  President,  I  will  ask  the  Senator  will 
he  not  withdraw  his  objection? 

Mr.  SMOOT.  No,  Mr.  President;  I  think  if  we  undertake 
now'  to  fill  the  RECOKD  with  statements  made  by  the  contend- 
ing officials  of  the  Shipping  Board  there  will  be  no  end  to  such 
an  undertaking.  The  President  has  acted;  the  country  has 
accepted  his  action;  the  case  is  closed;  and,  so  far  as  I  am 
concerned,  I  want  it  to  remain  closed,  at  least  as  affecting  the 
CONGRESSIONAL  RECOED  and  .publication  in  public  documents  in 
any  way. 

I  desire  to  say  to  the  Senator  from  California  that  if  a  friend 
of  Gen.  Goethals  had  come  here  and  made  a  similar  request 
to  publish  and  send  broadcast  a  statement  defending  his  posi- 
tion as  a  member  of  the  board  I  would  have  objected  just  as 
strongly  as  I  do  now.  I  think  the  Senator  from  California, 
if  he  will  stop  to  consider  this  question,  will  ultimately  agree 
with  me  that  my  position  is  right. 

Mr.  PHELAN.  Mr.  President,  I  am  very  glad  to  hear  from 
the  Senator  the  reasons  of  his  objection ;  but  I  can  not  conceive 
the  circumstance  under  which  I  would  agree  with  the  Senator 
in  his  contention.  I  have  stated  that  this  document  is  valuable 
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to  those  who  are  carrying  on  this  public  work  and  who  have 
concurred  in  much  that  has  been  done  by  the  outgoing  commis- 
sion. Apart  from  that,  however,  I  desire  to  inform  the  Senate 
that,  as  a  matter  of  justice  to  an  individual,  which  always  ap- 
peals to  me  very  strongly  when  he  is  overborne  by  superior  au- 
thority and  power,  who  has  saved  the  Government  of  the  United 
States  by  his  vigilance  and  his  intelligence  millions  of  dol- 
lars, it  should  be  published.  It  was  he  who  drove  down  the 
price  of  steel  which  was  being  imposed  upon  this  Government 
from  $95  a  ton  to  $56  a  ton,  and  it  was  he  who  prevented 
the  construction  of  fabricating  plants  on  leased  lands  by  an 
auxiliary  of  the  Steel  Corporation  wherein  the  only  option 
given  was  given  to  the  men  who  projected  it  and  who  would 
have  enormously  profited  in  the  construction  of  ships.  These 
things  should  be  known.  The  Senate  of  all  other  bodies  should 
know  these  things.  I  think  they  are  well  understood.  I  be- 
lieve in  the  mind  of  well-informed  public  men  that  this  gentle- 
man is  already  vindicated  in  his  stand;  but  I  think  his  own 
statement,  his  own  words,  written  in  the  most  moderate  style, 
making  an  attack  on  nobody,  respecting  the  confidence  of  the 
President,  expressing  the  greatest  appreciation  of  the  ability 
of  Gen.  Goethals,  should  be  published  in  our  RECOED;  and,  if 
the  Senator  does  not  see  fit  to  withdraw  his  objection,  it  will 
be  incumbent  upon  me  to  read  the  statement  myself. 

Mr.  SMOOT.  Mr.  President,  I  have  no  objection  to  the  Sena- 
tor reading  the  statement  if  he  wants  to  take  that  course,  but  I 
want  to  say  this  to  the  Senator:  He  says  that  he  wants  this 
matter  printed  in  the  RECOED  for  the  information  of  the  mem- 
bers of  the  board.  Why,  Mr.  President,  there  are  only  five  mem- 
bers of  the  board,  and  I  will  guarantee  the  Senator  now  that 
every  member  of  it  has  a  copy  of  that  statement  in  his  hands 
to-day.  That  is  not  the  object  of  the  request  of  the  Senator. 
The  object  is  to  open  up  this  discussion  between  two  officials 
of.  the  board 

Mr.  MARTIN.     Mr.  President 

The  PRESIDING  OFFICER.     Does  the  Senator  yield? 

Mr.  MARTIN.  I  move  that  the  Senate  proceed  to  the  con- 
sideration of  executive  business. 

Mr.  PHELAN.     Mr.  President,  I  have  the  floor. 

Mr.  MARTIN.  I  was  recognized  by  the  Chair,  and  I  have 
submitted  a  motion. 

Mr.  PHELAN.  I  yielded  simply  to  an  interruption  of  the 
Senator  from  Utah. 

Mr.  MARTIN.     I  did  not  ask  the  Senator  to  yield  to  me. 

Mr.  PHELAN.  I  ask  a  ruling  of  the  Chair  as  to  whether  I 
have  possession  of  the  floor  or  not. 

Mr.  SMOOT.  Mr.  President,  I  did  not  ask  the  Senator  to 
yield.  I  thought  the  Senator  had  concluded  his  remarks. 

Mr.  PHELAN.  I  had  announced  that  I  was  about  to  read  a 
statement,  and  the  Senator  from  Utah  stated  that  if  I  desired 
to  read  a  statement  I  was  perfectly  at  liberty  to  do  so.  I  was 
proceeding  to  do  it  when  I  yielded,  out  of  courtesy,  to  the  inter- 
ruption of  the  Senator  from  Utah. 

Mr.  SMOOT.  Mr.  President,  I  did  not  understand  the  Sena- 
tor 'to  say  that  he  was  going  to  read  the  statement  now. 

Mr.  PHELAN.     I  was  going  to  read  the  statement  now. 
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Mr.  SMOOT.  If  I  had  so  understood,  of  course  I  would  have 
asked  permission  16  interrupt  the  Senator.  I  understood  from 
the  way  the  Senator  moved  from  his  desk  that,  of  course,  he 
intended  to  read  it  at  some  future  time. 

Mr.  PHELAN.  Certainly  not.  There  is  an  especial  reason 
why  it  should  be  read  to-day. 

Mr.  SMOOT.  I  will  say  that  under  the  rules  of  the  Senate 
the  Senator  can  take  the  time  of  the  Senate  to  read  that  into 
the  RECOED,  hut  it  never  will  go  into  the  RECORD  without  his 
reading  it  if  I  can  prevent  it. 

Tha  PRESIDING  OFFICER.  The  Chair  is  compelled  to 
state  that  he  recognized  the  Senator  from  California;  and  the 
Chair  understood  that  the  Senator  from  Utah,  by  the  consent 
of  the  Senator  from  California,  was  yielded  to  for  the  purpose 
of  propounding  an  interrogation.  The  Chair  did  not  recognize 
the  Senator  from  Virginia. 

Mr.  PHELAN.     Mr.  President 

Mr.  MARTIN.     Mr.  President 

Mr.  PHELAN.     In  the  form  of  an  advertisement 

Mr.  MARTIN.     I  suggest  the  absence  of  a  quorum. 

Mr.  PHELAN.  I  appeal  to  the  Senator  from  Virginia  that 
matters  reflecting  upon  the  standing  and  sincerity  of  the  former 
president  of  the  Shipping  Board  were  published  as  an  adver- 
tisement by  interests,  presumably  the  steel  interests,  in  two 
Washington  papers  and  in  other  papers. 

Mr.  MARTIN.     Well,  Mr.  President 

Mr.  PHELAN.  And  this  is  publicity  that  I  seek  to  counter- 
act, the  paid  advertisements  of  the  Steel  Corporation  in  the 
local  papers,  because  the  gentleman  in  whose  behalf  I  speak 
has  not  the  means  nor  inclination,  by  paid  advertisements,  of 
defending  himself  in  that  manner. 

Mr.  LODGE.  Mr.  President,  if  the  Senator  will  withhold  his 
point  of  no  quorum  for  one  moment 

Mr.  MARTIN.     I  withhold  it  for  a  moment. 

Mr.  LODGE  (continuing).  I  wish  to  say  to  the  Senator  from 
California  that  if  this  question  is  forced  upon  the  Senate  there 
will  be  a  good  many  more  things  said  than  appeared  in  the 
papers. 

Mr.  PHELAN.     Let  them  be  said. 

Mr.  LODGE.  I  have  no  desire  to  enter  on  the  debate,  but 
there  will  be  a  full  debate. 

Mr.  MARTIN.  Mr.  President,  if  the  Senator  will  pardon  me, 
I  should  like  to  have  an  executive  session ;  but  as  the  Senator 
will  not  make  that  possible  I  am  compelled  to  move  that  the 
Senate  adjourn. 

Mr.  PHELAN.     I  am  holding  the  floor,  Mr.  President. 

Mr.  MARTIN.  The  Senator  can  not  hold  the  floor  against 
a  motion  to  adjourn. 

The  PRESIDING  OFFICER.  The  Chair  thinks  he  is  com- 
pelled to  put  the  motion  to  adjourn. 

Mr.  LODGE.     I  make  the  point  of  no  quorum,  Mr.  President. 

Mr.  MARTIN.     I  insist  on  my  motion  to  adjourn. 

The  PRESIDING  OFFICER.  The  Senator  from  Virginia 
moves  that  the  Senate  adjourn.  [Putting  the  question.]  P>y 
the  sound  the  ayes  seem  to  have  it.  The  ayes  have  it,  and  the 
Senate  adjourns. 
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August  15,  1917. 

Mr.  PHELAN.    Mr.  President 

The  PRESIDING  OFFICER.     The  Senator  from  California. 

Mr.  PHELAN.  Yesterday  afternoon  I  was  interrupted  by  a 
parliamentary  point  which  I  have  since  learned  was  not  well 
taken.  I  desire  now  to  continue  my  remarks  under  my  right 
to  address  the  Senate  on  a  subject  which  is  not  unrelated  to 
the  pending  measure,  because  the  expenditure  of  the  moneys 
which  are  provided  by  the  revenue  bill  is  of  as  much  concern 
to  the  Senate  as  the  raising  of  the  revenue  itself ;  and  possibly 
a  better  understanding  of  the  cost  of  maintaining  the  Army 
and  naval  and  maritime  establishments  would  do  much  to  en- 
lighten the  Senate  in  determining  exactly  the  amount  of  reve- 
nue which  should  be  raised. 

Of  course  we  derive  our  information  from  various  sources. 
The  Senator  from  Utah  [Mr.  SMOOT],  on  July  18.  introduced  in 
the  Senate  a  resolution  calling  upon  the  President  for  informa- 
tion concerning  the  operations  of  the  Shipping  Board.  A  full 
month  has  elapsed  since  then,  and  I  am  not  aware  that  the 
Senate  has  received  the  information  for  which  it  asked. 

I  am  not  here  to  revive  in  any  way  the  differences  which 
arose  between  the  several  members  of  the  Shipping  Board, 
and  which  resulted  in  a  change  of  the  personnel  of  that  board. 
In  fact,  I  am  disposed  to  believe  that  under  all  the  circum- 
stances the  President  was  justified  in  making  what  he  called 
"  a  clean  slate,"  not  repudiating  in  any  sense  the  policy  which 
had  been  inaugurated  by  the  Shipping  Board,  but  in  order  to 
get  a  better  working  membership.  There  seemed  to  be  some 
friction,  and  yet  the  story  has  not  been  wholly  told.  I  believe 
that  the  American  people  are  always  eager  to  get  the  facts 
and,  furthermore,  that  the  American  public  is  fair  minded  and 
would  be  very  glad  to  have  a  statement  from  either  side  of 
the  controversy  even  now,  when  it  is  a  settled  question,  and 
one  which  has  passed  into  history;  but  the  truth  of  history 
obliges  us  to  give  facilities  to  the  gentlemen  who  have  made 
history. 

Only  yesterday  there  was  introduced  into  the  RECORD  the 
celebrated  treaty  of  Verona,  a  document  which  was  negotiated, 
I  think,  100  years  ago.  If  that  was  of  sufficient  importance 
to  spread  upon  the  RECORD  of  the  Senate  as  a  matter  not  of 
living  or  vital  interest  but  of  historical  interest,  certainly  con- 
temporaneous history  has  a  much  greater  claim  upon  our  con- 
sideration. 

Of  course,  I  was  moved  in  the  first  instance,  in  bringing  up  the 
matter  of  the  Shipping  Board,  by  reason  of  the  fact  that  one 
member  of  that  board  was  a  citizen  of  California,  and  asked 
this  privilege.  It  in  no  way  conflicted  with  the  wishes  of  the 
President,  because  when  the  President  called  upon  him,  in  the 
interest  of  harmony,  to  send  in  his  resignation,  the  President  in 
that  very  letter  stated  that  he  must  look  for  a  verdict  from  the 
people.  It  is  a  pleasant  euphemism,  perhaps,  but  still  ac- 
cepted by  him  seriously,  that  the  verdict  of  the  people  will 
ultimately  be  the  true  verdict,  and  that  there  is  no  way  in 
which  the  public  may  base  its  judgment  except  upon  a  presenta- 
tion of  the  facts. 

Mr.  Denman  was  the  former  chairman  of  this  board,  and  he 
has  delayed  making  this  statement  for  reasons  contained  in  his 

8633—17829 


letter  of  August  16,  a  part  of  which  was  published  in  the  daily 
press,  in  which  he  states  that  he  had  been  waiting  for  the  new 
board  to  adopt  a  policy  so  that  the  statements  would  not  lead  to 
controversy  there.  The  new  board  has  adopted  its  policy,  and 
he  seems  free  to  make  this  statement  The  statement  is  of  help 
to  Congress,  whose  appropriation  was  being  spent,  and  the  peo- 
ple, whose  moneys  were  being  spent,  and  to  every  administrator 
in  Washington,  whether  buying  aeroplanes  or  munitions  or  ships 
or  building  cantonments,  who  has  the  public  money  to  spend 
under  war-time  pressure. 

The  Shipping  Board,  during  Chairman  Denman's  administra- 
tion, began  preparations  for  a  large  wooden  fleet  to  carry  food 
and  munitions  to  Great  Britain  and  the  allies.  Seven  weeks  be- 
fore we  declared  war  on  Germany  this  was  done.  Mr.  Denman 
obtained  the  lowest  price  for  ship  timber  of  any  of  the  nego- 
tiators with  the  timber  owners — that  is,  $5  per  thousand  less 
than  the  price  fixed  by  the  lumber  committee  of  the  Council  of 
National  Defense — with  an  alternative  in  the  contract  that  the 
Government  should  have  the  price  of  the  Federal  Trade  Commis- 
sion if  it  were  lower  than  this  figure.  In  connection  with  the 
contention  made  that  the  differences  of  opinion  were  aired  in  the 
press,  and  thereby  public  clamor  raised.  I  call  attention  to  the 
fact  that  it  was  not  Mr.  Denman,  but  Gen.  Goethals,  superin- 
tendent of  construction,  who  began  the  public  discussion.  I  do 
not  criticize  that.  I  believe  in  public  discussion,  and  I  am  glad 
that  the  general  inaugurated  it ;  but  the  blame  must  not  be  laid 
upon  the  president  of  the  board. 

In  the  interests  of  harmony  Mr.  Denman  has  issued  only  such 
statements  as  would  free  the  board,  in  the  public  estimation, 
from  the  unfortunate  implications  which  would  necessarily 
arise  from  Gen.  Goethals's  statement.  To  refer  Mr.  Denman  to 
the  verdict  of  the  public,  and  deny  him  the  right  to  make  his 
statement  of  the  facts  in  the  official  RECOKD,  I  contend  would 
be  an  injustice. 

I  shall  not  do  more  now,  unless  the  controversy  is  pressed — 
there  should  be  no  controversy ;  the  only  object  was  to  have  the 
matter  spread  in  the  RECORD,  and  not  to  create  discussion.  I 
shall  do  no  more  than  to  confine  myself  to  submitting  a  state- 
ment just  as  made  by  Mr.  Denman : 

"  The  continued  success  of  the  submarines,  and  the  recent  de- 
velopment of  affairs  in  Russia,  seem  to  indicate  that  we  have 
entered  upon  a  very  long  war  " 

Mr.  SIMMONS.     Mr.  President 

The  PRESIDING  OFFICER.  Does  the  Senator  from  Cali- 
fornia yield  to  the  Senator  from  North  Carolina? 

Mr.  PHELAN.     I  da 

Mr.  SIMMONS.  If  the  Senator  will  pardon  me,  I  presume  he 
is  thoroughly  familiar  with  the  contents  of  that  long  document. 
The  Senator  knows  that  the  revenue  bill  is  now  pending.  He 
knows  how  very  important  it  is  to  the  country  and  to  its  business 
interests  that  there  should  be  speedy  action  upon  this  bill.  In 
the  interest  of  time,  to  facilitate  the  consideration  and  final  dis- 
position of  this  great  measure,  I  was  going  to  ask  the  Senator, 
if  he  is  familiar  with  the  contents  of  that  document,  if  he  would 
not  be  willing  to  content  himself  by  stating  to  the  Senate  exactly 
the  substance  of  Mr.  Denman's  statement,  instead  of  reading 
that  long  document? 
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Mr.  PHELAN.  Mr.  President,  I  am  not  sufficiently  familiar 
with  the  contents,  having  read  it  but  once,  and  that  yesterday, 
to  make  a  statement  that  would  do  justice  to  the  writer  of  it.  I 
thought  yesterday,  and  I  still  think,  that  as  a  matter  of  courtesy 
to  a  Senator,  in  view  of  all  the  precedents,  unanimous  consent 
might  be  granted  by  which  this  document  might  be  printed  in  the 
RECORD,  and  so  preserved  for  historical  purposes.  Objection  has 
been  made,  however.  Therefore  I  will  not  ask  the  unanimous 
consent  of  the  Senate,  unless  the  Senator  from  North  Carolina 
can  give  me  some  assurance  that  it  will  be  granted.  Therefore 
I  must  proceed  in  my  right  to  read  the  document.  I  have  no  dis- 
position to  do  so,  but  there  seems  to  be  a  disposition  somewhere 
even  in  the  mind  of  a  Senator  who  by  resolution  sought  the  in- 
formation, to  object  to  spreading  this  document  upon  the  RECORD. 
So  I  have  no  other  recourse. 

"  CERTAIN  INCIDENTS  IN  THE  FORMATION  AND  ADMINISTRATION  OP  THE 
PROGRAM  FOR  THE  INVESTMENT  OF  THE  $750,000,000  APPROPRIATED 
BY  CONGRESS  FOR  THE  CONSTRUCTION  OF  AN  EMERGENCY  FLEET  OF 
WOODEN  AND  STEEL  SHIPS. 

"  The  continued  success  of  the  submarines  and  the  recent 
development  of  affairs  in  Russia  seem  to  indicate  that  we  have 
entered  upon  a  very  long  war,  in  which  Congress  will  find  it 
necessary  to  appropriate  many  billions  of  dollars.  It  may  be  of 
value  to  the  country  at  such  a  time  to  have  a  clear  insight  into 
some  of  those  forces,  public  and  private,  which  play  upon  and 
shape  the  policies  controlling  these  enormous  expenditures  when 
the  pressure  of  war  need  compels  rapid  decision  and  execution. 

"  The  consideration  of  the  shipbuilding  policy  of  the  ma- 
jority of  the  Shipping  Board  divides  itself  into  two  main  topics : 

"  1.  The  events  immediately  leading  up  to  the  eight  days  of 
so-called  delay,  during  which  we  requested  but  did  not  receive 
the  basic  figures  upon  which  rested  the  vast  program  of  ex- 
penditures which  our  general  manager  asked  us  blindly  to  ac- 
cept; and 

"2.  The  previous  acts  of  our  general  manager  which,  in  our 
opinion,  made  necessary  a  rapid  but  thorough  examination  of 
any  broad  project  of  construction  and  expenditure  to  which  he 
desired  to  commit  the  country. 

"  The  exposition  of  these  matters  should  not  involve  a  personal 
controversy.  The  disagreement  as  to  the  attitude  of  the  Gov- 
eremnent  toward  the  great  steel  producers  and  their  prices  and 
as  to  the  creation  of  great  wooden  shipbuilding  plants  do  not  in 
any  way  involve  the  integrity  of  our  general  manager.  It  would 
be  an  impertinence  even  to  say  this  did  not  Gen.  Goethals  him- 
self, in  authorized  statements,  seek  to  treat  the  matter  as  per- 
sonal and  one  involving  his  integrity?  So  far  as  I  am  concerned 
there  have  been  and  will  be  no  personalities.  Our  direct  con- 
tact with  Gen.  Goethals  has  been  pleasant,  and  with  the  excep- 
tion of  our  last  meeting,  when  I  pressed  him  vigorously  for  the 
facts,  there  has  been  no  friction  in  our  discussions.  I  trust  he 
obtains  his  command  in  France.  Nothing  has  occurred  which 
should  reflect  on  his  military  genius. 

"  It  may  be  said  further  concerning  this  statement,  that  it  is 
my  own.  Neither  of  my  associates  has  assisted  in  its  prepara- 
tion nor  has  been  asked  to  share  in  the  responsibility  for  its 
publication. 
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"  In  the  middle  of  May  the  board  and  Gen.  Goethals  had 
agreed  on  a  plan  for  commandeering  for  Government  owner- 
ship all  the  ships  in  the  shipyards  which  were  under  slow  con- 
struction contracts  and  speeding  them  up  under  governmental 
pressure.  We  had  also  agreed  on  a  plan,  suggested  by  Secre- 
tary Redfield  several  years  ago,  for  fabricated  ships.  This 
contemplated  the  fabrication  of  a  large  number  of  duplicates  of 
all  the  beams,  frames,  plates,  and  other  parts  of  the  hull,  and 
the  assembling  of  these  parts  into  completed  vessels  at  various 
yards.  A  great  increase  in  speed  and  some  economy  in  cost 
was  expected.  The  existing  yards,  with  their  going  organiza- 
tiqns,  could  be  largely  utilized  to  assemble  the  ships,  and  new 
yards  were  to  be  established.  We  have  never  lost  our  belief  in 
the  practicability  and  urgent  necessity  for  this  class  of  con- 
struction. 

"  On  June  15,  1917,  an  act  of  Congress  became  law,  appropri- 
ating $750,000,000,  a  sum  50  per  cent  larger  than  the  cost  of 
the  Panama  Canal,  for  a  great  shipbuilding  project  along  the 
lines  of  the  board's  suggestions.  The  act  gave  the  President  the 
right  to  delegate  the  power  to  invest  this  money.  On  July  11, 
26  days  later,  the  President  delegated  this  power  to  the  Ship- 
ping Board,  to  be  exercised  through  its  Emergency  Fleet  Cor- 
poration. In  a  letter  he  specifically  stated  the  responsibility 
and  power  both  as  to  policies  and  the  terms  of  the  fabricating 
contracts  to  be  in  the  board.  Until  July  11  neither  the  Ship- 
ping Board  nor  Gen.  Goethals  had  any  legal  power  to  com- 
mandeer ships  on  the  stocks  or  to  contract  for  fabricated  ships. 

"  Realizing  the  necessity  for  the  utmost  expedition,  both 
Gen.  Goethals  and  myself,  during  the  period  while  the  power  lay 
with  the  President,  continued  to  make  contracts  for  many  steel 
and  wooden  vessels  of  the  ordinary  standard  types,  feeling 
confident  that  the  President  would  ultimately  place  the  power 
where  one  or  the  other  could  procure  a  ratification. 

"  It  should  be  noted  also  that  during  the  entire  time  of  Gen. 
Goethals's  employment  I  have  signed,  as  soon  as  I  have  read 
them,  every  contract  sent  to  me  by  him  save  one.  This  was 
signed  after  four  days'  delay,  during  which  time  the  tentative 
price  of  $95.20  a  long  ton  for  steel  was  changed  to  a  tentative 
price  of  $56.  The  lower  amount  was  justified  as  a  tentative 
figure  by  a  careful  expert  study  of  steel  prices,  based  on  the 
steel  corporation's  figures.  Having  in  view  the  Government's 
power  to  commandeer  the  ore  products  and  scrap  and  the  steel 
and  pig-iron  plants,  the  price  may  well  be  lower.  With  but 
$50,000,000  of  capital,  we  obligated  the  Emergency  Fleet  Corpo- 
ration, according  to  Gen.  Goethals's  summary,  for  1,218,000  tons 
of  wooden  ships  and  642,000  tons  of  steel  ships  (standard;  not 
fabricated)  at  a  total  cost  of  about  $275,000,000.  We  had  100 
more  wooden  ships  under  negotiation,  which  we  would  have 
contracted  for  even  if  the  delegation  of  power  had  been  further 
postponed.  It  is  quite  safe  to  say  that  no  corporate  officers  in 
the  world  have  ever  so  far  exceeded  their  authority.  The  sub- 
marine losses,  constantly  before  me,  made  this  action  seem  no 
more  than  normal. 

"  After  our  understanding  in  May,  we  expected  Gen.  Goethals 
to  prepare  for  our  consideration  a  well-worked-out  plan  for 
fabricating  ships  and  for  the  speeding  up  of  construction  already 
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begun.  On  July  13,  Gen.  Goethals  announced,  without  consult- 
ing the  board,  that  on  the  following  Monday  he  would  offer 
certain  contracts  for  fabricated  ships,  amounting  to  $350,- 
000,000,  and  also  would  put  into  effect  a  plan  to  commandeer  the 
ships  in  the  yards.  The  latter  involved  a  huge  unestimated  sum, 
and  suggested  a  vital  change  regarding  our  policy  toward  ships 
which  the  yards  had  contracted  to  build  for  aliens. 

"As  soon  as  we  could  we  convened  the  board,  of  which  two 
members  were  away.  The  meeting  came  on  the  afternoon  of 
Monday,  the  16th,  but  I  had  previously  asked  for  copies  of  the 
fabricating  contracts  Gen.  Goethals  was  to  offer,  and  an  esti- 
mate of  the  cost  of  the  commandeering  and  speeding-up  plan. 

"  The  information  we  requested  should  have  been  in  our  hands 
within  two  hours  after  the  request  if  this  program  was  really 
ready  for  serious  consideration.  To  our  surprise  we  learned 
Tuesday  that  the  contracts  to  be  offered  on  the  previous  day 
had  never  been  drawn  up,  and  that  in  the  two  months  since  we 
had  agreed  on  the  commandeering  plan,  no  careful  calculations 
of  its  cost  had  been  made  nor  had  there  even  been  obtained 
copies  of  the  existing  construction  contracts  of  the  ships  he 
proposed  to  commandeer. 

"  We  requested  that  the  fabricating  contracts  should  be  drawn 
up  in  at  least  the  form  in  which  Gen.  Goethals  had  said  he 
would  offer  them,  and  be  submitted  to  us  for  our  approval.  A 
blank  draft  reached  us  Wednesday.  A  copy  follows.  It  tells 
its  own  story : 

"At  my  request,  you  have  drawn  plans  subject  to  my  approval,  for 

the  erection  of  a  shipyard  at ,  on  land  which  you  now  hold  under 

option.  This  land  you  are  ready  to  rent  to  the  United  States  Ship- 
ping Board  Emergency  Fleet  Corporation  at  6  per  cent  of  its  cost  for 
the  period  for  which  it  is  needed  for  the  work  covered  by  this  order. 
The  plant  (aside  from  the  land)  is  to  be  paid  for  and  owned  by  the 
corporation. 

"  You  will  undertake,  as  agents  for  the  corporation,  to  the  best  of 

your  ability,  to  build  such  shipyard  and  to  construct  in  it,  within 

months,  approximately  200  deadweight  ton  steel  fabricated 

ships,  in  accordance  with  plans  and  specifications  to  be  furnished  to 
you  by  the  corporation.  It  is  our  intention  that  you  are  to  have 
general  charge  of  the  work. 

"  We  recognize  that  you  will  have  to  call  on  the  corporation  and, 
through  the  corporation,  on  the  Government  for  cooperation  in  the 
purchase  of  materials  and  in  transportation.  For  the  work  you  are 
to  furnish  at  your  own  expense  the  services  of  that  portion  of  the 
organization  required  which  is  outlined  in  the  attached  schedule,  and 
will  give  the  experience  and  services,  in  a  consulting  and  advisory 

capacity,  of  the  corporate  organizations  of and  the  executive 

officers  of  their  division  of  construction  and  engineering,  and  the  execu- 
tive officers  and  engineering  staff  of  • . 

"All  obligations  entered  into  by  you  are  to  be  subject  to  our  ap- 
proval and  are  to  be  paid  for  by  the  corporation. 

"At  the  present  cost  of  labor,  and  with  steel  at  $ a  short  ton, 

it  is  estimated  that  these  boats  will  cost  approximately  $ per 

deadweight  ton. 

"As  compensation  "for  your  services,  you  will  be  paid  a  fee  equal  to 
5 —  —  per  deadweight  'ton  construction,  that  fee  to  be  increased 

cents  for  each  dollar  by  which,  exclusive  of  our  fee,  the  cost 

Of  such  tonnage  construction  falls  below  —  — .  The  fee  shall  also 

be  increased  for  each  ton  of  constructed  ship  $ —  for  each  five 

days  that  any  ship  is  completed  in  1918  in  advance  of  the  schedule 

attached.  If  the  cost  goes  above  $ per  ton,  such  fee  shall  be 

decreased  to  $ per  ton.  If  it  goes  above  $ per  ton, 

$uch  fee  shall  be  decreased  to  § —  —  per  ton.  Such  computation  of 
Dees  is  to  be  based  on  the  price  of  steel  above  stated  and  on  present 
scale  of  wages  for  direct  labor  on  the  work. 

"  Payments  on  account  of  the  compensation  equal  to per  cent 

of  per  cent  of  moneys  expended  shall  be  made  as  the  work 

progresses,  with  semiannual  adjustments.  Your  share  of  the  savings 
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under  $ will  be  computed  on  the  Average  of  all  boats  con- 
structed by  you,  and  paid  at  the  termination  of  the  contract.  The 
increased  fee  for  completion  in  advance  of  schedule  will  be  computed 
upon  each  individual  ship. 

"  What  we  are  proposing  to  you  is  a  straight  agency  contract,  so  that 
if  at  any  time  we  should  become  dissatisfied  with  the  services  being 
rendered  or  wish  to  discontinue  the  work  we  are  at  liberty  to  ter- 
minate your  employment  on  — days'  notice  in  writing.  In  that 

case  the  compensation  for  your  services  to  be  paid  shall  be  in  pro- 
portion to  the  work  performed ;  and  if  not  agreed  upon,  shall  be 
determined  by  arbitration,  one  arbitrator  to  be  appointed  by  you, 
one  by  us,  and  a  third  to  be  selected  by  the  President  of  the  United 
States. 

"As  a  part  of  this  arrangement,  you  would  have  an  option,  executed 
concurrently  herewith,  to  purchase  the  property  of  the  corporation  at  a 
valuation  to  be  determined  by  arbitration  in  the  same  manner.  This 

option  may  be  exercised  after and  shall  continue  for  a  period 

of months,  whether  or  not  you  remain  the  agents  during  all 

that  period. 

"  In  case  you  do  not  exercise  your  option  before  you  are  to 

give  the  corporation  an  option  to  extend  until  to  take  over 

from  you  the  land  purchased  by  you  and  rented  to  the  corporation  at 
its  then  complete  cost  .to  you. 

"At  an  interview  it  appeared  that  under  the  terms  of  one  of 
the  contracts  a  $20,000,000  governmental  assembling  plant 
was  to  be  built  on  a  leasehold.  The  land  itself  was  worth, 
according  to  Gen.  Goethals,  but  $880,000,  or  under  5  per  cent 
of  the  investment.1  An  option  to  purchase  the  plant  was  to  be 
given  to  the  private  owner  of  the  land,  in  this  case  the  Ameri- 
can International  Corporation,  one  of  the  Vanderlip  group  of 
companies.  The  proposed  plant  was  to  consist  largely  of 
piling,  docks,  and  improvements  permanently  attached  to  the 
land. 

"  It  will  be  noted  that  it  was  the  private  person  who  had  the 
option  on  the  Government  plant.  The  Government  had  no 
option  until  the  private  corporation  had  refused  to  exercise  its 
right.  The  attorneys,  Messrs.  Cotton  and  Rublee,  share  in  the 
responsibility  for  this  provision. 

"  With  such  an  extraordinary  provision  in  the  contract,  we 
were  necessarily  the  more  anxious  to  have  the  figures  of  the 
cost  of  the  ships  to  be  fabricated.  The  total  cost  was  stated 
to  be  $150  per  deadweight  ton  plus  $9  commission  plus  upkeep 
and  amortization  of  the  plant;  in  all,  around  $175  per  dead- 
weight ton.  This  was  with  the  steel  at  2*  cents  per  pound  for 
plates.  We  were  reliably  advised  that  England  was  construct- 
ing merchant  vessels  of  this  type  on  a  double-shift  '  speed-up  ' 
program  at  a  total  cost  of  under  $80  per  deadweight  ton,  with 
steel  at  3  cents  per  pound. 

"  We  wished  to  know  the  reason  for  the  difference,  and  asked 
for  the  main  subheads  making-up  the  total  cost  of  the  fabricated 
ship,  particularly  those  showing  the  division  of  the  cost  of  the 
work  between  the  private  fabricating  plants  and  the  Govern- 
ment assembling  yards.  If  the  figures  had  justified  the  larger 
amount  of  the  proposed  contracts,  we  would  have  promptly  au- 
thorized them. 

"  To  our  astonishment,  Gen.  Goethals  said  he  could  not  re- 
member even  these  main  items  in  the  total ;  that  he  had  no 
copy  of  the  figures  in  the  records  of  the  Emergency  Fleet  Cor- 
poration, and  that  the  only  copy  was  with  the  American  Inter- 
national Corporation,  a  powerful  and  efficient  institution  allied 
through  its  directorate  with  the  United  States  Steel  Corpora- 
tion. He  said  he  would  try  to  get  them,  but  had  not  done  so 
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tip  to  Tuesday,  July  24,  eight  days  after  the  date  he  was  to 
offer  the  contracts,  when  the  President  accepted  our  resigna- 
tions. It  should  be  noted  that  Gen.  Goethals's  published  pro- 
gram stated  the  Government  was  to  offer  the  contracts,  though 
these  basic  figures  were  not  in  its  records. 

"  When  we  first  asked  Gen.  Goethals  for  this  necessary  data, 
his  office  promptly  gave  out  to  the  press  that  we  were  holding 
up  the  building  of  ships,  and  both  indirectly  and  in  personal 
interviews  he  continued  to  give  this  impression  to  the  many 
journalists  with  whom  he  talked." 

Mr.  PENROSE.    Mr.  President,  I  rise  to  a  question  of  order. 

The  PRESIDING  OFFICER  (Mr.  KING  in  the  chair).  The 
Senator  will  state  it. 

Mr.  PENROSE.  My  point  of  order  is  that  I  observe  the 
stenographer  has  not  been  continuously  taking  down  the  re- 
marks of  the  Senator  from  California.  I  ask  that  these 
remarks  be  taken  down  as  he  delivers  them.  I  do  not  want 
a  page  skipped  of  this  document  and  then  have  it  surreptitiously 
inserted  in  the  RECORD.  I  want  the  Senator  to  read  every  line 
of  it,  and  then  we  will  take  proper  action  of  the  Senate,  per- 
haps, to  have  it  expunged  from  the  RECORD.  I  hope  the  Chair 
will  order  the  stenographer  to  take  down  the  statement  of  the 
Senator  from  California  as  he  makes  it. 

The  PRESIDING  OFFICER.  The  stenographer  will  observe 
the  admonition  of  the  Senator  from  Pennsylvania. 

Mr.  PENROSE.  I  am  justified  in  making  the  point,  because 
I  observed  the  stenographer  was  not  taking  it  down. 

The  PRESIDING  OFFICER.  The  Chair  will  suggest  that 
the  stenographer  observe  the  rule. 

Mr.  PENROSE.  Then  we  will  compare  the  stenographer's 
notes  with  the  document  at  a  later  period. 

Mr.  PHELAN.  I  am  surprised  that  the  reading  of  a  sober 
document  should  excite  any  heat  on  the  part  of  the  Senator 
from  Pennsylvania. 

Mr.  PENROSE.  I  am  naturally  aroused,  because  when 
10,000  men  are  killed  every  day  and  a  hundred  million  dollars 
spent  each  day  the  Senator  shows  little  appreciation  of  the 
dreadful  seriousness  of  the  crisis  when  he  fools  away  time 
with  this  idle  performance.  This  is  not  a  place  for  obituary 
ceremonies.  This  man  was  haled  from  obscurity,  and  he  has 
returned  to  obscurity,  and  merely  because  he  comes  from 
California  an  old  and  tedious  story  ought  not  to  occupy  the 
time  of  the  Senate. 

The  only  persons  entitled  to  obituary  ceremonies  in  this  body 
are  the  Members  of  this  body.  If  every  State  that  has  some  citi- 
zen desiring  vindication  shall  require  the  time  of  the  Senate  to 
be  occupied  by  a  recitation  of  his  merits,  we  would  do  nothing 
but  engage  in  such  absurd  and  frivolous  performances  as  the 
one  we  witness  here  to-day. 

When  the  Senator  from  California  interrupts  the  considera- 
tion of  the  largest  revenue  bill  in  our  history,  the  passage  of 
which  is  urgently  required  in  the  greatest  crisis  of  history,  to 
waste  the  time  of  the  Senate  in  discussing  a  man  who  failed 
and  has  passed  away  he  gives  us  the  measure  of  his  states- 
manship. 

Mr.  PHELAN.  Mr.  President,  I  am  particularly  pleased  that 
the  Senator  from  the  great  iron  and  steel  Commonwealth  of 
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Pennsylvania  should  show  his  extreme  displeasure.  I  hold  in 
my  hand  a  copy  of  the  Washington  Post  of  Thursday,  July  19,  re- 
producing under  advertising  columns,  marked  "  advertisement," 
an  editorial  from  the  New  York  Evening  Journal,  in  which 
Gen.  Goethals  is  represented  as  a  giant  and  Mr.  Denman  as  a 
pygmy.  I  think,  sir,  that  is  the  meanest  kind  of  criticism,  in- 
tended to  do  injury  to  the  reputation  and  standing  of  the 
president  of  the  board.  But  that  does  not  concern  me  so  much 
as  the  consideration  of  the  fact,  who  paid  for  that  advertise- 
ment? I  do  not  know  who  has  been  more  interested  in  belittling 
Mr.  Denman  than  the  great  Steel  Corporation  of  the  State  of 
Pennsylvania  represented  on  this  floor  by  Senator  PENROSE. 
When  he  says  that  there  is  no  use  of  pronouncing  obituaries,  I 
beg  to  submit  that  it  is  a  very  live  question  whether  this  Gov- 
ernment shall  be  controlled  by  the  Steel  Corporation,  with  its 
enormous  capitalization  of  over  a  thousand  million  dollars,  mak- 
ing enormous  profits,  sufficient  if  employed  by  designing  and 
wicked  men  to  overturn  the  Government  of  the  United  States 
by  the  ordinary  processes  of  corruption  and  bribery,  and  when 
it  is  used  to  destroy  a  man  who  I  believe  was  rendering  faithful 
public  service  in  the  interest  of  the  Government  and  not  in  the 
interest  of  the  profiteers,  then,  I  say.  well  may  the  Senator 
from  Pennsylvania,  the  representative  of  such  a  community  em- 
bracing such  a  corporation,  be  moved  to  stigmatize  this  gentle- 
man as  unworthy  of  even  a  mild  defense,  expressed  in  his  own 
language,  until  I  was  provoked,  against  the  machinations  of 
such  powerful  interests. 

That  is  the  question  before  the  Senate  and  before  the  country 
to-day,  and  I  beg  to  assure  the  Senator  from  Pennsylvania  that 
it  is  not  dead.  If  there  is  to  be  a  funeral,  it  shall  not  be  for 
the  interment  of  this  gentleman  who  leaves  public  office  with 
his  shield  bright  and  his  honor  safe,  after  having  rendered  sub- 
stantial public  service.  It  is  only  because  he  was  harnessed  to 
a  man  who  on  account  of  his  military  training  could  not  brook 
even  the  restraint  of  the  law  imposed  upon  him  in  the  delegated 
power  to  the  corporation  by  the  President,  that  it  was  neces- 
sary as  a  practical  question  to  clean  the  slate  and  begin  anew.  I 
think  the  President  was  justified,  because,  after  all,  if  a  concern 
is  to  be  conducted  by  two  men  they  must  work  in  harmony,  and 
it  was  clearly  demonstrated  that  these  two  men  did  not  work  in 
complete  harmony. 

But  the  president  of  the  corporation  had  not  emerged  from 
obscurity  to  return  to  obscurity,  "to  lie  in  cold  obstruction 
and  to  rot."  He  was  for  20  years  a  leader  of  the  bar  of  the 
city  of  San  Francisco.  He  conducted  a  business  bearing  upon 
admiralty.  He  was  the  only  admiralty  attorney  in  the 
United  States  who  supported  the  shipping  law  which  pre- 
vented the  arrest  of  seamen  like  common  criminals,  and  who 
upheld  Congress  in  the  enactment  of  the  law  which  gave  to  the 
men  who  conduct  our  shipping  upon  the  high  seas  that  decent 
treatment  to  which  they  were  entitled,  certainly  as  much  as 
the  men  upon  the  shore.  He  excited  many  animosities  by  his 
fearless  and  courageous  public  course.  I  will  not  go  into  that 
because  it  is  hardly  relevant,  but  I  want  to  say  that  at  a  time 
when  the  city  of  San  Francisco  was  beset  by  corruptionists, 
great  and  powerful  corporations  who  came  out  of  the  East  and 
invaded  our  city  and  seized  the  railroad  system  and  precipi- 
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tated  an  orgy  of  unspeakable  civic  debauchery,  it  was  Mr.  Den- 
man  who  was  among  the  first  to  volunteer  his  services  to  bring 
order  out  of  chaos  and  to  reestablish  our  community  on  the 
firm  basis  of  public  good.  He  served  only  the  public  and  never 
served  private  interests,  and  because  he  is  a.  man  of  that  char- 
acter I  do  not  think  it  becomes  the  Senator  from  Pennsylvania 
to  assail  him.  I  shall,  of  course,  read  this  verbatim  et  literatim, 
not  that  I  take  any  pleasure  in  reading  it,  but  it  seems  to  me 
from  the  necessity  of  the  case  I  am  driven  to  read  it. 

It  is  the  privilege  of  a  Senator  to  exhaust  the  Senate,  and  the 
Senate  will  be  exhausted  before  I  am  exhausted.  Whether  girt 
around  by  friends  or  foes,  in  the  British  Parliament  a  man  may 
speak  the  thing  he  will,  and  in  this  Chamber  he  has  the  identical 
privilege.  I  am  sorry  that  it  delays  the  public  business,  but  I 
am  sincere  in  stating  that  the  underlying  lesson  of  this  tract 
bears  upon  the  integrity  of  this  Government,  and  that  it  is  well 
for  all  men  to  know  the  machinations  by  which  the  Shipping 
Board  was  sought  to  be  used  for  the  purpose  of  wresting  from 
the  Treasury  and  from  the  taxpayers  extortionate  and  excessive 
sums  for  the  work  required.  If  that  is  not  relevant  and  perti- 
nent to  this  discussion  when  we  are  considering  a  revenue  bill 
on  its  passage  to  enactment,  then  I  can  not  understand  what  is 
relevant  or  what  is  pertinent.  To  continue  the  reading  where  I 
left  off,  on  page  10 — 

"  With  his  great  reputation,  Gen.  Goethals's  statement  set  the 
tone  of  newspaper  criticism,  and  during  the  next  eight  days 
succeeding  July  1C  the  storm  of  public  impatience,  which  had 
been  gathering  since  June  15,  when  Congress  passed  the  bill 
authorizing  the  expenditure  of  the  $750,000,000,  burst  on  the 
Shipping  Board,  and  particularly  on  its  chairman. 

"  Simultaneously  with  this  natural  response  of  the  press  to 
Gen.  Goethals's  suggestion  there  was  fed  into  the  newspapers 
by  interested  persons  much  false  matter  tending  to  discredit 
the  board  and  to  force  the  acceptance  of  the  program  with  its 
fabricating  contracts  and  suggested  surrender  of  the  ships  on 
our  stocks  to  alien  buyers.  The  pressure  was  heightened  by 
the  paid  reproduction  in  the  advertising  space  of  two  of  W'ash- 
ington's  most  prominent  dailies  of  a  full-page  Hearst  editorial, 
slurring  the  chairman  of  the  board,  the  cabling  from  London 
to  the  press  of  erroneous  figures  grossly  exaggerating  the  extent 
of  the  submarine  losses,  and  the  publication  of  letters  cleverly 
written  over  the  name  of  a  disgruntled  ex-member  of  the 
board  containing  much  abuse  and  misstatement  of  fact.  The 
first  paragraph  of  one  of  these  letters  was  so  drawn  that  it 
caused  a  headline  in  a  great  number  of  the  largest  newspapers 
in  the  country  stating  the  signer's  demand  for  the  chairman's 
removal.  Much  of  the  publicity  was  suggestive  of  the  journalism 
of  the  Hearst  school,  and  the  cumulative  policy  of  Lord  North- 
el  iff e's  papers  in  their  various  attacks,  often  enough  justified 
from  the  standpoint  of  English  interest,  on  public  men  in  Great 
Britain. 

"An  able  and  forceful  representative  of  one  of  the  corporations 
which  was  to  build  some  200  of  the  fabricated  ships  told  us 
his  people  would  withdraw  from  the  project  unless  we  agreed 
to  accept  Gen.  Goethals's  total  figures.  The  loss  of  time  neces- 
sary to  find  others  to  estimate  upon  and  accept  a  contract  for 
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such  construction  made  this  last  coercive  suggestion  most  diffi- 
cult to  withstand. 

"  Gen.  Goethals  at  no  time  procured  the  copies  of  the  con- 
tracts necessary  to  carry  out  the  board's  plan  of  commandeering 
all  the  vessels  under  construction.  Admiral  Capps,  his  suc- 
cessor, after  another  week's  delay,  has  now  found  that  he  must 
proceed  piecemeal  with  a  much  modified  commandeering  plan, 
working  out  the  ownership  and  contractual  relationships  as 
he  goes  along.  He  should  have  had  in  hand  from  Gen.  Goethals 
all  these  contracts  when  he  entered  on  his  work,  and  a  reason- 
ably close  estimate  of  the  cost.  The  board's  demand  for  this 
data  did  not  hold  up  the  commandeering.  The  demand  would 
have  hastened  its  execution  had  Gen.  Goethals  responded. 

"Admiral  Capps  has  now  had  double  the  time  during  which 
we  were  asking  for  this  data  to  consider  the  fabricating  con- 
tracts and  has  not  yet  executed  them.  He,  too,  requires  the 
essential  figures.  The  retiring  members  of  the  Shipping  Board 
are  not  regretful  that  they  did  not  yield  to  the  eight  days'  pres- 
sure of  impatient  clamor,  stimulated  in  the  improper  ways 
above  described. 

"  The  President,  on  the  eighth  day  of  the  public  pressure, 
accepted  Gen.  Goethals's  resignation,  which  he  had  filed  in 
response  to  a  previous  letter  and  sent  me  the  following  letter 
requesting  mine : 

"  '  THE  WHITE  HOUSE. 
"'Washington,  July  2//,  1911. 

"  '  MY  DEAE  MB.  DENHAN  :  I  hope  and  believe  that  I  am  inter- 
preting your  own  best  judgment  as  well  as  my  own  when  I  say 
that  our  duty  concerning  the  debates  and  misunderstandings 
that  have  arisen  in  connection  with  the  shipbuilding  program 
ought  to  be  settled  without  regard  to  our  personal  preferences  or 
our  personal  feelings  altogether  and  with  the  single  purpose  of 
doing  what  will  best  serve  the  public  interest.  No  decision  we 
can  now  arrive  at  could  eliminate  the  elements  of  controversy 
that  have  crept  into  almost  every  question  connected  with  the 
program,  and  I  am  convinced  that  the  only  wise  course  is  to 
begin  afresh — not  upon  the  program,  for  that  is  already  in 
large  part  in  process  of  execution,  but  upon  the  further  execu- 
tion of  it. 

" '  I  have  found  both  you  and  Gen.  Goethals  ready  to  serve 
the  public  at  a  personal  sacrifice.  Realizing  that  the  only  man- 
ner in  which  the  way  can  be  completely  cleared  for  harmonious 
and  effective  action  is  to  carry  our  shipbuilding  plans  forward 
from  this  point  through  new.  agencies,  Gen.  Goethals  has  put 
his  resignation  in  my  hands ;  and  I  have  adopted  it  in  the 
same  spirit  in  which  it  was  tendered — not  as  deciding  between 
two  men  whom  I  respect  and  admire,  but  in  order  to  make 
invidious  decisions  unnecessary  and  let  the  work  be  developed 
without  further  discussion  of  what  is  past.  I  am  taking  the 
liberty  of  writing  to  tell  you  this  in  the  confidence  that  you 
will  be  glad  to  take  the  same  disinterested  and  self-forgetting 
course  that  Gen.  Goethals  has  taken.  When  you  have  done  as 
he  has  done  I  am  sure  that  you  may  count  with  the  utmost 
confidence  upon  the  ultimate  verdict  of  the  people  of  the  coun- 
try with  regard  to  your  magnanimous  and  unselfish  view  of 

8633—17829 


16 

public  duty  and  upon  winning  in  the  retrospect  the  same  admi- 
ration and  confidence  that  I  have  learned  to  feel  for  you. 

"  '  With  much  regard  and  very  great  appreciation  of  the  large 
services  you  have  rendered. 

"  4  Cordially  and  sincerely  yours, 

"  '  WOODROW  WILSON. 

"  '  Hon.  WILLIAM  DENMAN, 

"'United  States  Snipping  Board' 

"  Entirely  apart  from  any  interest  Congress  may  have  in  the 
events  surrounding  the  initiation  of  its  first  great  shipbuilding 
project,  this  courteous  permission  to  seek  a  public  verdict 
might  warrant  this  statement.  From  such  a  source  such  a  sug- 
gestion removes  the  fear  of  any  self-respecting  man  that  he 
may  permit  his  sense  of  participancy  in  a  public  event  to  exag- 
gerate its  importance.  However,  we  are  at  war.  There  is  no 
time  to  be  wasted  on  personal  vindications.  If  the  facts  as 
summarized  here  for  the  first  time  will  not  be  of  helpful 
guidance  to  other  men  in  positions  of  public  trust  and  having 
the  responsibility  for  the  rapid  expenditure  of  public  moneys, 
the  sooner  they  are  forgotten  the  better. 

"  The  interested  reader  of  the  President's  letter  must  not 
conclude  from  its  kindly  personal  tone  that  the  disagreement 
was  between  Gen.  Goethals  and  myself.  The  disagreement  was 
between  Gen.  Goethals  and  a  majority  of  the  board.  One  of 
these  members,  Commissioner  White,  though  not  in  good  health, 
returned  to  the  summer  heat  of  Washington  to  cast  his  vote 
against  a  blind  acceptance  of  the  program,  and  the  other,  Com- 
missioner Brent,  in  spite  of  my  protest,  has  sent  in  his  letter 
of  resignation,  stating  his  continued  full  support  of  the  ma- 
jority's position.  The  memory  of  an  association  with  men  of 
such  courage  and  loyalty  to  a  principle  in  the  face  of  such 
unjust  and  purposely  coercive  criticism  is  full  compensation  for 
many  months  of  driving  labor  spent  in  deepening  anxiety  over 
the  increasing  destruction  of  the  submarine. 

"  In  so  far  as  a  partial  publicity  has  contributed  to  the  con- 
fusion in  the  public  mind,  or  to  the  general's  discomfiture, 
he  has  been  its  sole  cause.  His  criticism,  which  he  allowed  to 
remain  for  weeks  without  correction  or  explanation,  of  the 
project  of  building  wooden  ships,  made  at  a  great  public  ban- 
quet of  the  iron  and  steel  men  in  New  York ;  his  announcement, 
contrary  to  a  different  understanding  with  us,  of  a  tentative 
$95.20  a  long  ton  rate  on  steel  at  a  public  meeting  of  the  ship- 
builders ;  his  publication  of  his  letter  to  me  attacking  Messrs. 
Eusti*  and  Clark,  who  had  developed  the  wooden-ship  scheme  and 
given  splendid  and  unpaid  service  to  the  country ;  his  public  an- 
nouncement of  the  board's  program  as  a  finality  without  con- 
sultation with  the  board ;  and  his  recent  suggestion  to  the  jour- 
nalists that  \ve  were  blocking  the  building  of  ships,  when  we 
were  asking  for  data  which  we  should  have  received  on  two 
hours'  notice — all  these  involved  matters,  which,  if  he  had 
brought  them  to  us,  might  have  been  quietly  adjusted,  but  once 
placed  before  the  public  required  a  public  explanation. 

"  There  were  questions  of  broad  policy  upon  which  Gen. 
Goethals  and  the  majority  of  the  board  disagreed.  These  are 
the  questions  which  the  President  refers  to  the  public  for  their 
approval  or  disapproval.  The  public  knows  Gen.  Goethals  by  his 
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world-wide  and  well-earned  reputation  in  another  field  of  en- 
deavor, and  through  his  hosts  of  friends  and  admirers  both  in 
Congress  and  out.  The  former  chairman  of  the  Shipping  Board 
has  been  hitherto  little  known  outside  his  20  years'  association 
with  shipping  activities  on  the  Pacific  Ocean,  and  the  group  of 
men  in  the  far  Western  States  with  whom  he  has  been  working, 
since  he  left  college,  for  more  efficient  democratic  government. 
The  public  must  disabuse  its  mind  of  these  personal  questions 
if  it  would  gain  anything  of  value  from  the  facts  here  narrated. 

"  ii. 

"When  Gen.  Goethals  was  employed  we  promised  him  the 
utmost  freedom  in  the  execution  of  any  plan  or  policy  we  might 
adopt.  This  promise  applied  to  the  execution,  not  the  framing 
of  the  policy.  _  Under  the  President's  order  of  July  11  we  could 
not  have  delegated  the  latter  responsibility  even  had  we  desired 
to  do  so.  Our  signing  without  exception  all  the  many  contracts 
he  sent  us  was  the  performance  of  our  promise.  Excepting  the 
basic  price  of  steel  for  all  ships  of  this  material,  we  felt  that 
the  details  of  costs,  which  varied  with  different  yard  conditions, 
were  entirely  within  his  province. 

"  On  matters  of  policy  regarding  the  building  of  an  emergency 
wooden  fleet  and  affecting  the  basic  prices  the  Government 
should  pay  for  raw  materials,  and  the  methods  of  procuring  a 
low  price,  we  at  first  were,  or  thought  we  were,  in  accord.  It 
was  not  until  the  latter  part  of  May  that  we  discovered  our 
mistake.  To  the  very  last  we  hoped  for  an  adjustment  of  the 
differences. 

"  Under  the  following  titles  we  have  briefly  stated  the  facts 
concerning  the  pertinent  incidents  in  the  development  of  our 
shipbuilding  program.  We  believe  they  show  that  any  public 
official  would  have  been  derelict  in  his  duty  if  he  had  yielded  to 
the  last  eight  days  of  impatient  pressure  and  accepted  a  general 
manager's  program  of  the  character  indicated  without  first 
receiving  and  considering  his  basic  figures. 

"  Here  again  we  wish  to  emphasize  the  fact  that  we  do  not 
question  that  Gen.  Goethals  in  all  these  matters  acted  with 
the  fullest,  integrity,  judging  him  from  his  own  point  of  view. 
We  disagreed  with  his  acts,  but  have  not  questioned  his  good 
faith. 

"(1)    WOODEN    SHIPS. 

"  We  have,  never  believed  in  wooden  ships  as  a  commercial 
venture,  or  as  a  measure  for  the  permanent  upbuilding  of  our 
mercantile  marine.  We  have  felt  from  the  beginning  of  our 
investigation  of  the  subject,  some  seven  weeks  before  the  war, 
and  have  stated  in  all  our  announcements  that  we  desired  to 
construct  wooden  ships  only  as  a  supplement  to  steel  ships. 
Our  purpose  was  to  provide  for  carriage  of  food  and  muni- 
tions to  Great  Britain  and  her  allies  during  the  war.  Our 
belief  that  we  could  not  provide  steel  ships  in  sufficient  quantity 
to  meet  anything  like  the  anticipated  submarine  losses  in  the 
year  from  May  15,  1917,  has  been  justified  by  the  average 
of  the  five  months'  losses  from  February  1  to  July  1.  These 
losses  exceed  in  rate  by  at  least  100  per  cent  the  reproduction 
of  steel  ships  in  all  the  countries  of  the  world  which  the  most 
sanguine  can  hope  for.  If  we  can  obtain  wooden  ships  in  any 
quantity,  whether  slow  or  fast  in  speed,  there  is  an  absolute 
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need  for  them.  The  slower  ships  will  release  the  faster  steel 
ships  in  the  coastwise  trade,  and  also  relieve  the  railway  con- 
gestion. Those  of  a  higher  speed  will  be  used  for  trans-Atlantic 
service.  The  board's  project  for  building  these  ships  asked  for 
the  appointment  of  Gen.  Goethals  as  its  head,  and  expressed  a 
hope  that  we  might  construct  3,000,000  dead-weight  tons  of  such 
ships  in  18  months.  The  project  was  approved  by  the  Council 
of  National  Defense  after  an  independent  investigation,  and 
then  adopted  by  the  President.  Gen.  Goethals  accepted  appoint- 
ment under  the  board  to  carry  it  forward. 

"Without  any  serious  investigation  he  determined  that  the 
project  could  not  be  a  success,  and,  we  have  recently  learned, 
actually  instructed  his  agents  sent  out  on  May  16,  as  we  sup- 
posed to  stimulate  the  construction  of  a  great  fleet  and  enthuse 
the  possible  builders  of  new  ways,  to  discourage  their  building. 
He  instructed  theni  not  to  let  any  contracts  until  after  the  ways 
in  new  yards  were  down,  though  no  sane  man  would  invest  the 
large  amount  necessary  to  develop  a  yard  unless  he  knew  before- 
hand on  what  contracts  he  could  count.  Although  needing  all 
we  could  obtain  both  of  wood  or  steel,  he  said:  '  I  do  not  want 
to  build  too  many  wooden  ships.'  '  I  do  not  want  to  build  any 
more  wooden  ships  than  absolutely  necessary.'  'Let  us  stop 
wood  as  soon  as  we  can.'  Referring  to  the  question  whether  a 
builder  should  have  any  profit  on  his  investment  in  ways,  he 
said  to  allow  them  '  just  actual  cost,  to  be  authorized  by  the 
ships  they  build.  But  I  would  not  encourage  the  construction 
of  too  many  of  those  ways.  I  would  rather  hold  them  down  to 
what  they  have  now  and  to  have  them  utilize  all  the  facilities 
that  they  have  rather  than  to  branch  out  on  new  work.' 

"  Subsequently  at  a  public  dinner  in  New  York,  given  by  the 
steel  interests  with  the  reporters  of  the  Metropolitan  dailies 
present,  Gen.  Goethals  attacked  the  wooden  shipbuilding  project, 
which  had  been  adopted  by  the  President,  and  its  projectors,  in 
language  which,  to  say  the  least,  was  very  unhappily  chosen. 
Instantly  all  of  the  contractors  who  had  been  gathering  their 
energies  and  forces  and  materials  together  for  the  construction 
of  these  ships  slackened  their  efforts  and  some  of  them  gave  up 
entirely.  Although  the  reporters  of  the  many  dailies  in  New 
Yory  substantially  agreed  on  Gen.  Goethals's  remarks,  some  of 
his  friends  six  weeks  later  insisted  that  he  was  misquoted. 
During  this  six  weeks'  period,  when  the  discouraging  influence 
of  the  remarks  on  the  builders  of  the  country  had  had  full  play, 
the  general  made  no  contradiction  or  correction  either  to  the 
public  or  to  Congress  or  to  the  members  of  the  Shipping  Board. 
Whether  misquoted  or  not,  his  silence  had  as  depressing  an 
effect  on  the  project  he  had  been  employed  to  carry  out  as  if  he 
had  spoken  the  words  the  papers  unanimously  attributed  to  him. 

"  Gen.  Goethals  stated  at  this  time  that  we  could  not  build 
over  150  wooden  ships  in  the  18  months  succeeding.  Since  then, 
under  constant  pressure  from  the  public  and  from  the  board,  he 
has  recently  let,  or  had  under  negotiation,  contracts  which,  even 
with  the  slowly  constructed  and  elaborate  design  he  has  chosen, 
would  give  us  a  million  and  a  half  tons  of  ships  in  18  months, 
or  a  million  dead-weight  tons  more  than  he  said  could  be  con- 
structed. We  still  had  offers  for  400  more  ships,  which  would 
give  us  another  million  dead-weight  tons.  The  elaborate  design 
of  hull  referred  to  is  estimated  to  cost  considerably  more  and 
to  take  a  third  longer  time  to  construct  and  to  require  much 
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more  highly  skilled  labor  than  other  designs  approved  by  the 
American  Bureau  of  Shipping,  whose  rules  the  general  had 
made  the  standard  of  construction  in  many  of  his  contracts. 
It  calls  for  a  most  unusual  size  and  cut  of  ship  timbers,  which  it 
has  been  difficult  for  the  lumber  mills  to  supply. 

"(2)    THE   PRICE   OF    STEEL. 

"  Before  the  board  embarked  on  its  wooden-ship  project  it 
endeavored  to  get  contracts  for  the  construction  of  steel  vessels, 
but  was  informed  by  the  shipyards  that  the  steel  could  not  be 
obtained.  After  the  wooden-ship  project  was  underway  the 
board  quietly  declared  its  intention  to  commandeer  the  steel- 
producing  plants,  and  almost  immediately  the  president  of  the 
largest  steel  corporation  sent  word  that  he  desired  to  see  the 
chairman  of  the  Shipping  Board.  We  requested  Gen.  Goethals 
to  take  the  matter  up  with  the  steel  president,  and  the  general 
reported  back  that  the  steel  producers  had  agreed  to  furnish  a 
very  large  amount  -of  ship  steel,  and  had  shown  him  figures 
which  satisfied  him  that  4£  cents  per  pound,  or  $95.20  per  long 
ton,  for  plates  was  a  fair  price.  Gen.  Goethals  based  his  esti- 
mates to  Congress  for  the  appropriation  of  the  $750,000,000  on 
vessels  constructed  of  steel  at  $95.20  per  long  ton.  In  all  his 
appearances  before  the  congressional  committees  he  showed  no 
dissatisfaction  with  this  price.  We  have  since  been  offered  the 
steel  in  quantities  sufficient  to  take  care  of  all  our  needs  at  $28 
per  ton  less  than  this  figure. 

"  Until  the  bill  reached  the  conference  committee,  I  accepted 
Gen.  Goethals's  assurance  of  the  propriety  of  this  price.  I  then 
learned  of  his  error  and  advised  a  member  of  the  committee 
that  they  could  expect  the  steel  at  a  much  lower  figure.  Gen. 
Goethals  finally  agreed  with  us  that  4£  cents  a  pound  was  not 
a  fair  price.  In  spite  of  this,  he  later  announced  at  a  public 
meeting  at  which  reporters  were  present  that  the  contracts  for 
the  construction  of  steel  vessels  should  be  based  on  a  tentative 
price  for  steel  plates  of  4|  cents  a  pound,  or  $95.20  per  long  ton. 
Such  a  recognition,  even  tentative,  gave  a  respectability  to  the 
price  which  would  place  us  and  every  other  department  of  the 
Government  in  an  absurd  position  in  any  subsequent  bargaining. 

"At  about  this  time  ship  contracts  were  sent  to  us  by  the 
general  containing  a  basic  tentative  price  of  4J  cents  per  pound 
for  plates,  giving  still  further  respectability  to  this  entirely 
unwarranted  figure.  I  declined  to  sign  such  contracts,  and 
they  were  revised  to  a  base  of  2£  cents  a  pound,  or  $56  per  long 
ton,  the  justification  for  which  I  have  before  described.  In  any 
event,  it  set  a  better  point  for.  the  Government  in  bargaining 
than  the  higher  figure. 

"(3)    COMMANDEERING    OF    STEEL    PLANTS. 

"  The  Shipping  Board  proposed  a  bill  placing  in  the  United 
States  Government  the  power  to  commandeer  the  iron  and  steel 
producing  plants.  Gen.  Goethals  Was  strongly  opposed  to  this. 
For  a  time,  I  acquiesced  in  his  assurance  that  he  could  rely  on 
his  friend,  President  Parrell,  of  the  Steel  Corporation,  to  obtain 
fair  treatment  for  the  Government  without  its  securing  the 
power  to  commandeer  the  ore  and  scrap  steel  and  the  pig  iron 
and  steel  plants.  Before  the  bill  was  out  of  the  conferees'  hands, 
however,  I  had  discovered  his  mistake  and  advised  one  of  the 
members  of  the  conference  committee.  The  bill  as  passed  gave 
the  President  the  power.  I  do  not  believe  that  in  any  event 
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Congress  would  have  accepted  the  general's  assurance  of  his 
ability  to  control  these  steel  men  by  a  mere  friendly  relationship. 

"(4)   REFERENCE   OP  THE  PRICE  OP  STEEL  TO  THE  ADVISOR*   COMMISSION  OP 
THE   COUNCIL  OP   NATIONAL   DEFENSE. 

"  Gen.  Goethals,  without  consultation  with  the  Shipping  Board, 
after  the  disagreement  on  the  $95.20  tentative  rate,  referred  the 
question  of  fixing  the  price  of  steel  to  the  advisory  board  of  the 
Council  of  National  Defense.  The  iron  and  steel  committee  of 
this  board  was  made  up  of  Judge  Gary  and  Mr.  Farrell,  of  the 
United  States  Steel  Corporation,  and  other  steel  producers.  A 
meeting  was  held  with  members  of  the  advisory  body,  which  was 
attended  by  Mr.  Farrell,  Gen.  Goethals,  and  myself,  and  one 
or  two  others,  though  no  representatives  of  the  Army  or  Navy 
were  present,  An  attempt  was  made  to  have  us  agree  on  a  price 
for  plates  for  our  ships.  At  this  meeting  Mr.  Farrell  assured 
us  of  his  patriotism  and  said  that  he  appeared  at  the  meeting 
in  the  dual  capacity  of  a  member  of  the  Government  advisory 
board  and  as  a  representative  of  the  steel  producers,  who  were 
trying  to  sell  to  the  Government.  In  the  course  of  the  conversa- 
tion, he  stated  that  wages  in  the  steel  industry  had  risen  43  per 
cent  since  the  year  1916.  I  asked  him  what  percentage  the 
wages  bore  to  the  total  cost  of  ship's  plates,  and  he  said  that  that 
was  a  matter  of  a  technical  character  which  he  did  not  think 
was  a  necessary  part  of  the  discussion.  I  replied  that  I  did  not 
see  the  relevancy  of  his  suggestion  that  there  had  been  a  43 
per  cent  rise  in  wages  over  the  last  preceding  year,  unless  we 
knew  what  percentage  labor  figured  in  the  total  cost  of  the 
product.  He  did  not  give  me  even  an  approximation  of  this 
percentage. 

"  I  then  asked  him  what  the  steel  ship  plates  had  cost  the 
Steel  Corporation  to  produce  in  the  year  1916,  including  interest 
on  the  investment  and  amortization  on  its  plant!  This  is  a  matter 
which  is  figured  to  the  fourth  or  fifth  decimal  in  a  well-conducted 
establishment.  It  is  a  figure  which  a  person  bargaining  with  the 
Government  should  have  known  definitely.  He  stated  that  he 
did  not  know  the  cost  in  1916.  I  then  asked  him  whether  the 
cost  \vas  3  cents  or  less  per  pound.  He  said  he  did  not  know. 
I  then  asked  him  whether  the  cost  was  4  cents  or  less  per  pound. 
He  said  he  did  not  know.  I  then  asked  him  whether  the  cost 
was  5  cents  or  less  per  pound.  He  said  he  did  not  know.  I  did 
not  have  the  temerity  to  ask  him  whether  it  cost  6  cents  or  less 
per  pound.  I  felt  that  negotiations  conducted  with  one  who  was 
at  once  an  advisor  to  the  Government  and  a  merchant  selling 
it  goods,  who  had  come  for  the  specific  purpose  of  fixing  the  pur- 
chase price  and  yet  did  not  have  even  this  general  information, 
would  be  a  fruitless  endeavor.  Gen.  Goethals  did  not  participate 
in  this  discussion.  It  may  be  interesting  to  note  that  within  a 
fortnight  after  this  interview  another  member  of  the  same  com- 
pany offered  us  all  of  the  steel  plate  that  the  Government  re- 
quired for  its  various  programs  at  3  cents  a  pound. 

"(5)    REFERENCE    OP   PRICE   TO   FEDERAL   TRADE    COMMISSION. 

"  We  then  announced,  on  June  20,  that  we  desired  to  have  the 
costs  investigated  by  the  Federal  Trade  Commission,  and  sug- 
gested that  a  price  should  be  fixed  by  the  Government  not  only 
for  the  steel  for  Government  use  but  for  all  industries.  This  is 
along  the  line  of  the  policy  pursued  by  Great  Britain,  where  there 
is  a  Government  supervision  of  the  distribution  of  steel  to  various 
consumers.  My  reason  for  suggesting  that  the  Government 
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should  fix  the  price  for  all  purchases  of  steel  is  that,  in  view 
of  the  great  subtraction  for  Government  use  from  the  total  sup- 
ply, a  grossly  excessive  price  could  be  charged  to  the  private 
consumers  whose  demand  would  be  increasingly  intense  with 
the  supply  so  diminished. 

"  The  investigation  of  the  cost  has  been  referred  to  the  Federal 
Trade  Commission,  with  the  approval  of  the  President.  Whether 
the  broader  policy  will  be  followed  has  not  yet  been  announced. 
The  terms  of  the  act  seem  sufficiently  large  to  warrant  the  Gov- 
ernment commandeering  the  various  plants  to  obtain  its  own 
supply,  and  the  sale  of  the  surplus  to  the  public.  As  different 
plants  produce  at  different  rates,  and  a  stimulation  of  all  the 
producers  seems  necessary,  it  is  apparent  that  either  the  most 
costly  producers'  price  must  be  paid  to  all  the  producers,  or  that 
the  Government  should  buy  all  the  steel  at  the  varying  cost 
prices  plus  a  fair  profit.  It  could  then  resell  at  a  unit  price 
which  averaged  the  cost,  thus  combining  full  production  with 
a  price  which  is  at  once  uniform  and  a  minimum.  If  the  act 
should  not  be  deemed  broad  enough  for  this  purpose,  Congress 
will,  I  trust,  enlarge  its  provisions. 

"  (6)    SIZE    OF    THE    APPROPRIATION. 

"  We  agreed  with  Gen.  Goethals  in  May  that  we  would  ask 
Congress  for  $1,000,000,000  for  the  construction  of  ships,  and 
two  days  later  a  meeting  was  held  at  the  White  House,  which 
was  attended  by  certain  of  the  leaders  of  Congress,  at  which 
I  developed  the  board's  program  along  the  agreed  lines.  When 
I  had  finished  my  statement,  one  of  the  Congressmen  arose  and 
said  that  he  had  seen  Gen.  Goethals  the  night  before,  and  that 
the  general  had  desired  him  to  state  that  he  needed  but  three- 
quarters  of  a  billion  dollars.  This  was  the  first  that  we  had 
heard  of  the  general's  change  of  mind.  With  our  then  contem- 
plated expenditure  for  steel  vessels,  namely,  about  $450,000,000, 
and  $250,000,000  for  the  taking  over  of  vessels  on  the  stocks, 
this  left  us  with  $50,000,000  of  the  appropriation  for  wooden 
ships,  to  which  could  be  added  the  $50,000,000  previously  ap- 
propriated for  the  Shipping  Board.  With  this  we  could  not 
have  constructed  over  200  wooden  ships.  The  general's  sug- 
gestion as  to  the  smaller  total  was  adopted  by  Congress,  but 
under  the  public  pressure  we  have  previously  referred  to  we 
have  been  able  to  persuade  him  to  let  contracts,  very  largely  in 
the  last  month  of  his  incumbency,  for  328  wooden  ships,  at  a 
cost  of  $120,000,000,  and  were  about  to  close  contracts  for  100 
more  such  ships,  at  a  cost  of  nearly  $50,000,000  additional.  The 
board  is  now  seeking  $500,000,000  more  from  Congress,  and  if 
the  war  continues  another  two  years,  will  probably  require 
another  $500,000,000. 

"  (7)    ALIEN   TONNAGE   ON   OUR   STOCKS. 

"  In  the  period  between  February  10  and  April  1  the  British 
Government,  through  the  agency  of  the  Cunard  Co.,  obtained 
contracts  in  our  steel  shipbuilding  yards  for  the  construction 
of  1,000,000  deadweight  tons  of  steel  ships.  This  took  up  practi- 
cally all  our  then  available  yard  space.  After  we  had  entered 
the  war,  I  had  various  negotiations  with  Mr.  Balfour,  as  a  re- 
sult of  which  he  graciously  offered,  in  a  letter  addressed  to  me, 
to  release  these  contracts  to  the  United  States.  Most  of  the 
agreements  were  on  a  single  shift  slow  construction  basis.  To 
speed  them  up  would  involve  the  depletion  of  labor  and  material 
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from  other  classes  of  construction,  and  a  deep  disturbance  of 
American  enterprises  for  which  the  mere  payment  of  extra 
"  speeding  up  "  wages  to  the  labor  on  the  ships  could  not  com- 
pensate. We  felt  that,  in  any  event,  with  the  enormous  de- 
structivity  of  the  submarine,  these  ships  should  be  kept  under 
our  own  flag  for  their  almost  certain  use  in  carrying  our  troops 
and  supplies  to  France. 

"Although  fully  cognizant  of  these  negotiations,  Gen.  Goethals, 
without  consultation  with  the  Shipping  Board,  on  July  13  an- 
nounced that,  after  investigation,  he  was  satisfied  that  these 
ulien  contractors  would  pay  the  cost  of  expediting  ships  now 
building  for  them  and  take  them  off  our  hands.  I  frankly 
disagreed  with  Gen.  Goethals  in  making  such  an  announcement 
on  such  a  delicate  subject.  He  has  since  advised  us  that  he 
had  no  information  to  the  effect  that  the  British  or  any  foreign 
contractors  will  pay  the  cost  or  is  desirous  of  doing  so  or  of 
taking  the  ships  off  our  hands. 

"  The  Shipping  Board  could  ill  afford  to  spend  the  time  re- 
quired in  adjusting  these  matters.  It  had  other  constructive 
policies,  both  to  meet  war  need  and  for  the  upbuilding  of  our 
mercantile  marine,  which  it  was  framing,  always  acting  under 
the  pressure  of  the  consciousness  of  the  submarine  menace  and 
always  under  the  necessity  of  creating  a  new  branch  of  its 
organization  as  its  functions  were  increased.  A  brief  review 
of  these  policies  may  not  be  amiss : 

"  1.  The  control  and  reduction  of  freight  and  charter  rates. 
This  required  the  commandeering  power,  which  was  not  dele- 
gated to  us  until  July  11,  and  cooperation  with  the  allies. 
Negotiations  had  progressed  to  the  point  where  the  plan  could 
have  been  put  in  operation  in  a  very  short  time  after  granting 
the  power  to  commandeer.  Quick  relief  was  essential. 

"  2.  The  commandeering  of  all  our  tonnage,  with  its  continued 
operation  for  Government  account,  but  in  the  hands  of  the  pri- 
vate owners  and,  as  far  as  possible,  consistent  with  war  need 
in  its  former  routes,  carrying  materials  for  our  basic  war 
industries. 

"  3.  The  carrying  out  of  the  agreement  made  in  June  between 
the  owners  and  seamen  for  a  calling  back  to  the  sea  of  the 
large  body  of  seamen  on  shore  and  fixing  wages  and  bonuses 
during  the  war. 

"4.  The  chartering  and  control  of  neutral  tonnage  to  serve 
the  common  war  need. 

"  5.  The  inauguration  of  the  building  of  a  Diesel  motor  driven 
fleet  of  merchant  ships  of  the  Norwegian  George  WasJiington 
type,  which,  with  the  great  saving  in  fuel  and  cargo  space, 
wide  sailing  radius,  and  reduced  labor  cost,  would  free  us  from 
bunker  control  of  other  nations  and  give  us  a  dominance  in 
maritime  carriage  after  the  war. 

"  WILLIAM  DENMAN. 

"  WASHINGTON,  August  Vi,  1917." 

Mr.  LODGE.     Mr.  President 

The  PRESIDING  OFFICER.  Does  the  Senator  from  Cali- 
fornia yield  to  the  Senator  from  Massachusetts? 

Mr.  LODGE.  I  will  not  interrupt  the  Senator.  I  thought  he 
was  through. 

Mr.  PHELAN.     I  have  concluded. 
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